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This matter came before the Court on the Motion to®onvert
Rehabilitation to Liquidation and Verified Petition for Final
Order of Liguidation, Declaration of Insolvency and Permanent

Injunction, filed by Paula A. Flowers, Commissioner of Commerce

and Insurance of the State of Tennessee, {(“Commissioner,” or
“Petitioner” or “Rehabilitator”}, of Respondeht . Xantus
Healthplan of Tennessee, Inc. (“KHT, ™ “Respondent? or
“insurer”j, a Tennessee for-profit | health maintenance

organization, pursuant to Tenn. Code Ann. § 56-9-305(a), § 56-9-

306, 56-9-307(d) and Tenn. Code Ann. $§§ 56-32-212{a) {7} and 217.
The Motion was set to be heard on January 8, 2004, with nqtice
to Respondent and its sole director, Samuel 'H. Howard.
Mr. Howard, through counsel, filed a Response to the Petition on

December 15, 2003. Based upon the Motion and Verified Petition,



the exhibits thereto, the Response, testimony at hearing,
argument of counsel, and the entire record in this case, the
Court FINDS the Petitioner’s Motion and Verified Petition for an
Order of Liquidation and Permanent Injunction should be grénted.

The Court further FINDS that:

1, This action continues properly before the Chancery
Court of Davidson  County, with Jjurisdiction and venue
established by Tenn. Codé Ann. §§ 56-9-104, 305 and 306.

2. Fursuant to Tenn. Code Ann., § 56-9-133, the Verified
Petition and exhibits thereto have been received as prima facie
evidence of the facts contained therein.

3. Respondent XHT holds a certificate of authority from
the Commissicner to operate as a Tennesgee HMO, thereby becoming
subject generally t¢ the standards of Tenn. Code Ann. § 56-32-
201, et seq. XHT contracted with the State of Tennessee's
TennCare Bureau in the Department of Finance and Administration
to provide health care benefits to persons enrolled in the
State’s TennCare program, This contract was in effect through
July 31, 2003, the effective date cf the State’s termination of
the contract. XHT served such enrcollees through July 31, 2003,
after which date the enrollees were transferred to other plans.
XHT derived all of its revenue from the State for TennCare

enrollees.



4, Pursuant to an amendment to XHT’s contract with the
State {(exhibit 3 to the Petition, which was fully executed after
the filing of the Petition) XHT continues to be reimbursed for
the run-off of wvalid claims related to the services to TennCare
enrollees provided during the rehabilitation of XHT through the
termination date. The Receiver anticipates that XHT will
continue to receive sufficient funds from the TennCare Bureau Lo
pay all reasonable administrative costs {including legal
counsel, consultants, accountants and other professiconals, and
health care provider claims)} assoclated with business operations

for processing and administering run-off claims.

. BTATUTORY AUTHORITY FOR LIQUIDATION.

5. The Petitioner, paula A. Flowers, is the duly
appointed Commissicner of Commerce and Insurance for the Stéte
of Tennessee and statutory rehabilitator of XHT. Pursuant to
the Tennessee Insurers Rehabilitation and Liquidation Act, Tenn.
Code Ann. §§ 56-9-101, et seg. (hereinafter, “the Act”), the
ligquidation of a domestic insurer, which includes prepaid health
care delivery plans, is to be conducted by the Commissioner and
her successors in office after her appointment'as liquidator by
the Court. Tenn. Code Ann. § 56-9-305 and 306. Pursuant to
Tenn. Code Ann. § 56-32-217(a}, any rehabilitation, liguidation,

conservation or supervision of a health maintenance organization



(HMO) shall be deemed to be the rehabilitation, liguidation,
conservation or supervision of any insurance company and shall
be conducted under the supervision of the commissioner pursuant
to the Act,

6. Tenn. Code Ann. § 56-9-305(a) establishes the
reqgquirements and means for converting a rehabilitative

receivership into a liquidation of an insurer as follows:

[wlhenever the commissioner believes further attempts
to rehabilitate an insurer would substantially
increase the risk of loss to creditors, policyholders
or the public, or would be futile, the commissioner
may petition the chancery court of Davidson County for

an order of liquidation. A petition under this
subsection has the same effect as a petition under
§ 56-9-300. The chancery court of Davidson County

shall permit the directors of the insurer to take such
actions as are reasonably necessary to defend against
the petition and may order payment from the estate of
the insurer of such costs and other expenses of
defense as justice may require.

Tenn, Code Ann. § 36~8-305{a).

7. Tenn. Code  Ann. § 56-9-306 provides that the
Commissioner may request liquidation, regardless of whether
there has been any prior order directing rehabilitation of the
insurer, as follows:

The commissioner may petition the chancery court

of Davidson County for an order directing the

commissioner to liguidate a domestic insurer . . . on

the basis:

{1) Of any ground for an order of rehabilitation
as specified in § 56-9-301, whether or not there has



been a prior order directing the rehabilitation of the
insurer;

(2) That the insurer is insolvent; or
{3) 'That the insurer is in such condition that
the further transaction of business would be

hazardous, financially or otherwise, to its
policvholders, its creditors or the public.

Tenn. Code Ann. § 56-5-306 (emphasis added).

8. Among other grounds for liguidation pursuant to Tenn.
Code Ann. § 56-9-306(1), Tenn. Code Ann. § 56-9-301 provides
that the Commissioner may apply to rehabilitate iand, by virtue
of Tenn. Code Ann. § 56-9-306, to liguidate) an insurer if,
among other reasons, “[tlhe insurer is in such condition that
the further transaction of Dbusiness would be hazardous
financially to¢ 1its policyholders, c¢reditors or the public.”
Tenn. Code Ann. § 56-9-301(1).

g, For purposes of Tenn. Code Ann. § 56-9-306(2), an
insurer is considered insoclvent if:

(B) . . . it 1is wunable to pay its obligations when

they are due, or when Iits admitted assets do not

exceed its liabilities, plus the greater of:

{i) Any capital and surplus required‘by law
for its organization; or

{ii) The total par or stated value of its
autheorized and issued capital stock;

(D) . . . “liabilities” include, but are not limited
to, reserves required by statute or by department
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general regulations or specific requirements imposed
by the commissioner.

Tenn. Code Ann. § 56-9-103(11).

10. In addition, every HMO operating in the State must
comply with the net worth requirements set forth in the
Tennessee Insurance Code. See Tenn. Code Ann. § 56-32-212, If
the net worth of an HMO falls below the statutory minimum, and
has not been corrected, the Commissioner has the authority to
suspend that HMO's certificate of authority, see Tenn. Code Ann.
88 56-32-212(a) (7} and 216, and the further authority to
petition this Court for rehabilitation or ligquidation pursuant
to Chapter 9 of the Insurance Code. See Tenn. Code Ann. §§ 56-
32-212{a){7) and 217. Specifically, if the neit worth of an HMO
falls below the statutory minimum, the Commissioner may petition
for 1iquidati6n if

(C) The commissioner determines that an improper

working capital or net werth status cannot be
corrected within a reasonable time; or

{D}) The commissioner determines that an organization
is in such financial condition that the transaction of
further business would be hazardous te 1ts enrollees,
its creditors, or the public.

Tenn. Code Ann, § 56-32-212(a) {7) (C)-(D) {(emphasis added) .
11. A declaration is authorized by Tenn. Code Ann. § 56-9-
307{d}, which states:

[alt the time of petitioning for an order of
liguidation, or at any time thereafter, the



commissiconer, after making appropriate findings of an
insurer’s insolvency, may petition the court for a
judicial declaration of such insolvency. - After
providing such notice and hearing as it deems proper,
the court may make the declaration.

Tenn. Code Ann, § 56-93-307(d).
I1. GROUNDS FOR LIQUIDATION OF XHT.

i2. The Commissioner has reasonably determined, based on
the circumstances outlined in the Petition, that an order of
liguidation of XHT is necessary, and has shown nmultiple grounds
for liguidation pursuant to the foregolng statutes. @‘
$lae Commiss foner %“uf

13. X¥HT is insolvent. As of March 31, ZOOB,AXHT had a
negative net worth of $?4,582,492.00.* See Affidavit of Special
Deputy Chris Burten at 9 6 {attached as Exhibit 1 to Petition.)
Accordingly, XHT is insolvent under Tenn. Code Ann. § 56-9-
103¢11).

14. XHT is below the net worth requirements set forth in
Tenn. Code Ann., § 56-9-212. -As recited in the Rehabilitation
Order, prior to the initiation of receivership proceedings XHT
was unable to maintain a positive net worth in the.amount of
$7,617,742, as required by that statute. During the pendency of
the rehabilitation, and currently, XHT has been unable to meet
the net worth requirements of Tenn. Code Ann. § 56~32-212{(a}.
Presently, XHT  must mainﬁain é positive net worth of

$8,820,978.00 to comply with Tenn. Code Ann. § 56-32-212{(a).

Pursuant to Tenn. Code Ann. § 56-32-212{(a) {7} {C} and (D}, due

* on behatf of th Board of Divectors, Mr. Sem Wward £ Uud an dcdion ctun
pace “that challe Jhe Wludf \%H"l's ac?ﬁm. net warth and aSserd M'ﬂu acewrwly,
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the cessation of XHT’s business and its source of revenue, the
Commissioner has reasonably determined that XHT cannot correct
its net worth status within a reasonable time, and that the
further transaction of XHT’s business would be hazardous to 1its
enrcllees, its creditors and the public.

15, The Petitioner has shown and Mr. Howard agrees that it
would be futile to further attempt to rehabilitate XHT.
Presently, there are no offers to purchase XHT, and there 1s no
reasonable possibility of selling XHT at a price sufficient to
reduce the outstanding debt of the company to its creditors and
provide sufficient capital for XHT to meet 1its statutory net
worth requirements. In addition, and as reported to the Court
in the Notice of Termination of Contractor Risk Agreement (filed
4/30/03), the Receiver was advised by-the Tennessee Department
of Finance and Administration that the TennCare Bureau would
terminate XHT’s Contractor Risk Agreement effective July 31,
2003. The contract termination was accompl.ished such that
effective July 31, 2003, XHT no longer participated in the
TennCare program. XHT enrcllees have been reassigned to another
health plilan and the rehabilitator has continued the process of
winding down the business and running off the claims. Except
for those amounts payable by the State pursuant to the run-off
of XHT’s claims, XHT will have no further source of revenue to

conduct business on an on-going basis. Furtheyr attempts to



rehabilitate XHT would subsgtantially increase the risk of loss
to creditors, policyholders or the public, and would be futile.
See Tenn. Code Ann. § 56-9-305(a).

16. Because of its insolvency, its inability to meet its
statutory net worth requirements, and its inability to generate
revenue upon the cancellation of the Contractor Risk Agreement,
the Commissiconer has determined that XHT is in such condition
that further transaction of its business would be hazardous
Financially to its creditors and  the public, This
determination, based on the financial condition of the company
and the unsuccessful efforts ¢ rehabilitate XHT to date,
supperts conversion of the rehabilitation into a liguidation
under Tenn. Code Ann. § 56-9-305(a) and supports a Final Order
of Liguidation under Tenn. Code Ann. § 56-9-3046.

17. The Commissioner has reasonably determined, and the
Court finds, that an order of liguidation of XHT is necessary.
The Commissioner has reasonably determined, and the Court finds
that there is no proper basis for continuing rehabilitation of
XHT, where further efforts would be futile and produce no
additional benefit to enrollees, providers, creditors, or the
public, The Commissioner, as Rehabilitator <for XHT, has
reasonably determined, and the Court finds that XHT 1is
insolvent. The Commissioner has reasonably determined, and the

Court finds that XHT 4is in a condition which is hazardous



financially to its enrollees, providers, creditors and the
public in general, as demonstrated by XHT's financial statements
on file and the testimony o¢f the Deputy Rehabilitator. The
Commissioner further reasonably has_ determined that further
attempts to rehabilitate XHT would substantially increase the
risk of loss to creditors, enrollees, policyholders and the
public, and would be futile. Mr. Howard agrees that further
attempts to rehabilitate XHT would be futile,

18. The Commissioner requests a declaration of the
insurer’s insocolvency, and the Court hereby declares based on the
record that XHT is insolvent.

19. Specific provisions relating to the necessity of
filing proofs of claims are appropriately included in the
liguidation order as reguested by the Receiver, because the
liguidation order establishes a Final Bar date for all c¢laims
against XHT. During the rehabilitation, services to XHT have
been authorized. Health care provider.s and other third-parties
{including legal c¢ounsel, consultants, accountants and other
professionals) have continued to provide medical and other
services to XHT enrollees and to XHT. In the ordinary course of
business, these providers and other third parties have submitted
bills, invoices and/or claims to the Receiver and/or XHT for
payment. For the purposes of 1liguidation, the Receiver

appropriately proposes to treat such claims as administrative

10



expenses pursuant te Tenn. Code Ann. § 56-9-330{a) (1) and afford
such claims “Class 1” priority. XHT will continue to recelve
sufficient funds from the TennCare Bureau to pay all reasonable
administrative costs associated with business operations through
July 31, 2003. XHT has continued to receive bills, inveoices
and/or claims after that date {the “run-off claims”), which are
assoclated with administrative {(including legal counsel,
consultants, accountants and other professionals) and healthcare
services rendered from April 1, 1999, through July 31, 2003, and
may appropriately pay without disruption the undisputed claims
to the extent TennCare supplies funds for this purpose.

20. 8Since the commencement o©of rehabilitation proceedings,
the Receiver and XHT have received certain bills, invoices

and/or claims from providers and other third parties which have

been disputed. Most of these disputes have Dbeen resolved and
paid in the ordinary course of business. However, other claims
remain in dispute {(“unresoclved disputed claims”}. The Receiver

requests that, upon entry of this Order, all existing unresolved
disputed claims and any additional claims against the estate of

¥HT be subject to the Proof of Claim process set forth in Tenn.

Code Ann. §§ 56-9-311, 323, 324, and 327. Accordingly,
the Receiver requests -- pursuant to Tenn. Code Ann., § 56-9-
327{(e) -- that the Liquidation Order {a) direct the Receiver to

notify each such c¢laimant in accordance with Tenn. Code Ann.

11



§ 56-9-311, and'(b} direct each such claimant to submit a sworn
Proof of <Claim in accordance with Tenn. Code Ann. §§ 56-9-323

and 324 prior to the applicable bar date.

21, Due to the date of the hearing on the Pg t%?n, nd
B, = < B
the time necessary for sending out notices and recelv!ngg§§a§gs, -
I 8B éﬂﬂ-
the Commissioner amended the request for a final b r ngté“-"’a
2 o Y
. xR :
hearing to May 14, 2004, at 4: 30 p.m., Central dayllghg t * ho
A -
e -, P g

22. Proof of c¢laim forms shall not be requireéd dior wany
pre-receivership claims of XHT’s provider creditors that were
reguired by previous Order of this Court to be filed by October
2, 1999, and that were adjudicated in November of 1999, and
partially satisfied (with de minimis provider claims paid in
full), as described in the Receiver’s Proposed Plan for Payment
of Pre-Rehabilitation Provider Debt. In addition, pursuant to
Chapter No. 894, Public Acts of 2000, Section 48, Items 3 and 7,
a portion of many of these claims have been purchased by the
State, in the approximate amount of $20 million. The Receiver
has maintained a database of all of these pre-receivership

claims, and reasonably proposes that these creditors not re-

submit these claims as part of the liguidation process. Plrer—

12



B G =33 f 24~  These claims are fixed by law and claimants
should be relieved of the responsibility to refile these claims

by the Claims Bar Date established by the liquidation corder.

23. Pursuant to Tenn. Code Ann. § 56-5-308(aj, _t&he

- .

, T T e .

Liquidation Order sets a coverage cancellation date; widhfinc.30 l!

_ Y

days of the date of entry of such Order, to the exte%t éﬁﬁ ﬁﬁbhg--
5 < m :
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coverage still exists, i, ggj:% ~

24. Accordingly this Court FINDS that the Commisﬁiog?r_ s
demonstrated that the grounds for liguidation exist, undég Tenn.
Code Ann. § 56-9-305 and 306 and Tenn. Code Ann. § 56-5-217, to
convert this action into a liguidation of XHT, and therefore
there 1is good cause for immediate entry of a Final Order of

Liguidaticon and Permanent Injunction of XHT.

IT IS5 THEREFCRE, ORDERED, ADJUDGED AND DECREED that:

A, The receivership of Xantus Healthplan of
Tennessee, Inc,., (also referred to herein as VXHT” or
“insurer”}, created by Order entered March 31, 1999 for the
purpeses of rehabilitation, shall continue in full force
and effect and that as of the date of entry c¢f this Order
of Liguidation, said recelvership i1s converted to a
recelvership for purposes of ligquidatioh. All powers,
authority, and responsibilities of the Commissioner which
are granted by the court’s previous rehabilitation order,
and which are not listed, amended, or augmented in this
Liquidation Order, are hereby reaffirmed and continued in
Liquidation;

B. . The Commissioner of Commerce and Insurance for
the State of Tennessee, and her successorsg in office, is
appointed Liquidator of Xantus Healthplan of Tennessee,



Inc. for purposes of liquidation as provided by Tenn, Code
ann. §§ 56-9-305, 306, and 307 with all the powers
conferred by law on receivers and liguidators of insurers
appcointed under those statutes., In addition to those
powers specifically enumerated in this Final Order of
Ligquidation and by operation of law under Tenn. Code Ann.
§§ 56-9-101 et seg. for liguidators of insurers, the
liguidator shall have the power t¢ exercise all powers now
held or hereafter conferred upon receivers by the laws of
this state not inconsistent with Tenn. Code Ann. §§ 56-9-
101, et seq.:

C. Pursuant to Tenn. Code Ann. § 56-9-307, the
Commissioner, as liquidator, is authorized and directed (1)
to take and continue in possession of all accounts, assets,
monies, and property {tboth tangible and intangible}
belonging to, held by and/or in the name of XHT both within
- and without the State of Tennessee, (2} to continue to be-
vested by operation of law with the title to all of tfhe
property, contracts and rights of action, and all of the
accounts, assets, monies, books and records of the insurer,
wherever located, as of the date of entry of the
rehabilitation order, and any further title or rights in
property gained by the Commissioner by virtue of such
receivership, and (3) that the Commissioner, as liquidator,
continues to have the right to recover the same and reduce
the same to possession and to administer them under the
general supervision of the Court:

D. Pursuant t¢ Tenn., Code Ann. § 56~9-307, the
rights and liabilities of XHT and of its creditors,
pelicvholders, providers, shareholders, members and all
cther persons Interested in its estate shall become fixed
as of the date of the entry of this Order of Liquidation,
except as provided in Tenn. Code Ann., §§ 56-9-308 and 326,
or otherwlse expressly stated herein;

E. Coverage Cancellation. Pursuant to Tenn. Code
Ann. § 56-9-308, all policies, including bonds and other
ncncancellable business, in effect at the time of issuance
of this Order of Liguidation shall continue in force only
for the lesser of: (1) a period of thirty (30) days after
the date of entry of the Order of Liguidation; (2) the
expiration of the policy coverage; (3) the date when the
insured has replaced the insurance coverage with equivalent
insurance 1in ancther insurer or otherwise terminated the
policy; (4) the. liquidator has effected a transfer of the

14



policy obligation pursuant to Tenn, Code Ann. § 56-9-
310(a) (10); (5} the date proposed by the liguidator and
approved by the Court to cancel coverage. The liguidator
proposes and the Court hereby approves that all outstanding
policies and coverage be canceled on [date 30 days after
Court enters the Order of Liquidation]:

F. This Order of TLiquidation shall terminate
coverage at the time specified in Tenn. Code Ann. § 56-9-
308 (a) for purposes of any other statute;

G. The Liguidator shall have all the powers
enumerated in Tenn., Code Ann, § 56-9-310, including the
power to appolint a special deputy or deputies to act for
her and to determine their reasonable compensation. One
special deputy appointed by the Commissioner is Christopher
Burtoen. The Special Deputy shall have all powers of the
Liguidator as granted by this COrder and as enumerated in
Tenn. Code Ann. § 56-9-310. The Special Deputy shall serve
at the pleasure of the Liquidator:

H. The Liguidator shall have the power to employ
employees and agents, legal counsel, actuaries,
accountants, appraisers, consultants and such other
personnel as the Liquidator may deem necessary to assist in
the ligquidation:;

T. The Liquidator shall have the power to fix
reasonable compensation of employees and agents, legal
counsel, actuarles, accountants, appraisers and consultants
with the approval of the Court, and shall have power to pay
reasonable compensation to persons appointed and to defray
from the funds or assets of the insurer all expenses of
taking possession of, conserving, conducting, liguidating,
disposing of, or otherwise dealing with the business and
property of the lnsurer;

J. The Liquidator shall have the power to  hold
hearings, to subpoena witnesses to compel their attendance,
to administer oaths, to examine any person under oath, and
to compel any person to subscribe to his or her testimony
after it has been correctly reduced to writing; and in
connection therewith to require the production of any
books, papers, records or other documents which she deems
relevant to the inguiry;

K. The Liguidator shall have the power to audit the
books and records of all agents of the insurer insofar as

15



those records relate *o the business activities of the
insurer;

L. The Liquidator shall have the power to acquire,
hypothecate, encumber, lease, improve, sell, transfer,
abandon or otherwise dispose of or deal with, any property
of the insurer at its market value or upon such terms and

conditions as are falr and reasonable. The Liguidator
shall also have power to execute, acknowledge and deliver
any and all deeds, assignments, releages and other

instruments necessary or proper to effectuate any sale of
property or other transaction in connection with the
liguidation; '

M. The Liguidater shall have the power to enter into
such contracts as are necessary to carry out the Order of
Liquidation, and to affirm or disavow any contracts to
which the insurer is a party. Further, the Liguidator
shall have the authority and discretion to take all steps
reasonably necessary to effectuate an efficlent and orderly
wind-down of XHT’s operations and Dbusiness without the
disrupticn of medical care to enrcllees or the orderly
payment of claims and run-off claims. Such wind-down steps
include, but are not limited to: the cancellation of
provider contracts, the cancellation of leases and other
professional services contracts, and the termination of
emploveeas;

N. The liguidator shall have the power to continue
to prosecute and to institute in the name of the insurer or
in the liguidator’s own name any and all suits and other
legal proceedings, in this state or elsewhere, and to
abandon the prosecution o¢f claims the liguidator deems
unprofitable to pursue further;

0. The Liquidator shall have the power to prosecute
any action at law or in. equity which may exist on the
liguidator’s behalf, and/or on behalf of the c¢reditors,
members, policyholders or shareholders of the insurer
against any person or entity. Pursuant to Tenn. Code Ann.
§ 56-9-313(b) (1), the Liguidator may, within two {2) years
or such other longer time as applicable law may permit,
institute an action or proceeding on behalf of the estate
of the insurer upon any cause of action against which the
period of limitation fixed by applicable law has not
expired at the time of the filing of the instant petition
for liguidation:

16



P, The Liguidator shall have the power to remove any
or all records and property of the insurer to the offices
of the Commissioner or to such other place as may be
convenient for the purposes of efficient and orderly
execution of the liquidation:

Q. The Liquidator shall have the power undgyr Tenn.
Code Ann., $§ 56-9-315, 316, and 317 to avoid frauddﬁent%énd e
preferential transfers; { = P :
R. The enumeration of the powers and a thq;wtyuaogrmu-
the Liguidator shall not be construed as a limiTati@% ﬁﬁo
the Commissioner or Special Deputy, nor shall it ex%ﬁgd@%iﬂrﬂrl
any manner any right to do such other acts FotQRARepgingumee
specifically enumerated or otherwise provided far,%as PGy
be necessary or appropriate for the accomplishmen¥® JdF ofM®in
aid of the purpose of ligquidation;

s. Notice. The Liquidator shall give or cause to be
given notice of the Order of Liquidation. in accordance with
Tenn. Code Ann. § 56-9-311 as soon as possible: (1) by
first class mail and either by telegram or telephone to the
insurance commissioner of each jurisdiction in which the
insurer 1is doing business; (2) by first class mail to any
guaranty association or foreign guaranty asscociation which
is or may become obligated as a result of liguidation:;
(3} by Ffirst class mail to all insurance agents of the
insurer; ({4} by first class mail to all persons known or
reasonably expected to have claims against the insurer,
including all pelicyholders, at their last known address as
indicated by the records of the insurer; and (5) by
publication in a newspaper of general c¢irculation in the
county in which the insurer has 1its principal place of
business and in such other locations as the Iliquidator
deems appropriate;

T. Claims Deadlines. All pre-receivership provider
claims  submitted to the Receiver pursuant to the
September 28, 1999, Scheduling Order and adjudicated on

November 16, 19338, <egether—with—any—asstgnments—of—sueh

A<

pursgant-——to—Ffepp—EEode——Arn 563223 ot — 56—
S5 o-tadiPpymmret shall not bhe re-submitted, reconsidered or
re~adjudicated.

A1l bills, invoices and/or claims submitted to the
Receiver and/or XHT pertaining to medical and other

17



authorized services rendered to XHT enrollees and to XHT
from April 1, 1899, forward (including run-off «<laims),
shall be treated as administrative expenses pursuant to
Tenn. Code Ann. § 56-9-330(a) (1) and designated “Class 17
priority.

Any bills, invoices and/or c¢laims pertaining to
medical and other authorized services rendered to XHT
enrollees and to XHT from April 1, 19%9%9, forward {(including
run-off c¢laims), which have not been pald or otherwise
resclved as of the date of this Order, are hereby declared
unresclved disputed c¢laims and subject to the Proof of
Claim process set forth in Tenn. Code Ann., §§% 56~-9-311,
323, 324, and 327.

Pursuant to Tenn. Cede Ann. § 56-9-327(e}, and except
as otherwise established by the Liguidator with approval of
the Court, notice as described by Tenn. Code Ann. § 56-9-
311(a) to potential claimants for all unresolved disputed
claims {including c¢laims that are subject to pending
independent review proceedings pursuant te Tenn., Code Ann.
§ 56-32-226) or for any other c¢laims incurred during the
rehabilitation period shall specify and require such
claimants to file with the Liguidator sworn Proofs of Claim
in accordance with Tenn. Code Ann. §§ 56-92-323 and 324, en
or before 4:30 p.m., Central Time, May 14, 2004 (the “Final
Bar Date”), for purpeoses of participating in any
distribution o¢f assets that may be made on timely filed
claims that are allowed in these proceedings;

The Receiver and her Special Deputy are authorized to
pay outstanding and valid Preoofs of Claim for medical and
other authorized services rendered to XHT enrollees and to
XHT from April 1, 19%9, forward, 1f any Proofs of Claim
are denied, reiected, or otherwise determined to be
invalid, notice of such determination and appeal of such

determination shall be made pursuant to Tenn. Code Ann. §
6-9-327. Tf dhe amount al ART'S ’pn-t-tl\&hih'hm” debt deovnes NIEUMP

Chl'mr or e did ‘bu-'tw NHT'S asgeis,
“fP:FZZ *%&éfq " Hes ap e Co
Hhat J "ot ce given 1in accofgénae Wlth enn, Code

Ann. § 56~ 9 311, the distribution of assets of the insurer
under Tenn. Code Ann. §§ 56~9-101, et seq. shall be
conclusive with respect to all claimants, whether or not
they receive notice;

V. Protection from Suit, Pursuant to Tenn. Code
Ann. & 56-9-313, no action at law or equity or in
arbitration shall be brought against the insurer or

i8
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Liguidator, whether in Tennessee or elsewhere, nor shall
any such existing actions be maintained or further
presented or prosecuted after issuance of the Order of

Liguidation. All claims must be submitted through the
claims process as set forth in the Act, and as further
defined in this Order, Whenever, in the Liguidator's

judgment, protection of the estate o©¢f the insurer
necessitates intervention in an action against the insurer
that is pending outside this state, the Liguidator may
intervene in the action. The Liquidator may defend any
action in which the ILiguidator intervenes  under this
gsection at the expensge of the estate of the insurer;

W. Injunctions. Pursuant to Tenn. Code Ann. § 56-9-
105(a}) (1-11), all - persons, firms, corporations and
associations, including but not limited to, Respondent XHT
and its officers, directors, stockholders, members,
subscribers, agents, contractors, subcontractors and all
other persons with authority over or in charge of any
segment of XHT’s affairs, are prohibited and permanently
enijoined from (1} the transaction of its business, {2) the
waste or disposition of its property, (3) the destruction,
deletion, modification, or waste of its records, databases
or computer filles, (4} the commencement or prosecution of
any actions, or the obtaining of preferences, Jjudgments,
attachments or other liens, or the making of any levy
against the insurer or against 1its assets or any part
thereof until further order of this Cecurt, and (5} any
other threatened or contemplated action, not permiited
under the Act, that might lessen the wvalue of the insurer’s
assets or prejudice the rights of policvholders, creditors
or shareholders, or the administration of any proceeding
under this chapter; and this Court further authorizes the
Liquidator to apply outside of Tennessee for the relief
described in Tenn. Code Ann. § 56-8-105(a);

X. Coeoperation. Pursuant to Tenn., Code Ann. & 56-9-
106, the officers, managers, directors, trustees, owners,
employees, agents, contractors or subcontractors of XHT,
and any other persons with authority over or in charge of
any segment of its affairs, are ordered and reqguired to
cooperate with the Commissioner in the carrying out of the
liguidatiocn, The term “person” shall include any person
who  exercises  control  directly or indirectly over
activities of the XHT through any holding company, parent
company, o©or other affiliate of XHT. Further, the term
"person” shall include any person who exercises control or
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participation in the activities of the XHT, such as through
the record-keeping and computer systems operation relating
to the activities of the XHT. “To cooperate” shall
include, but shall not be limited to, the following: (1) to
reply promptly in writing to any inguiry from the
Commissioner requesting such a reply; and (2} to preserve
and to make available to the Commissioner any and all
books, bank and investment accounts, documents, or other
records or information or computer programs and databases
or property of or pertaining to XHT and in his or her
possession, custody or control. No person shall obstruct
or interfere with the Commissioner in the conduct of this
liguidation;

Y. Any bank, savings and loan association, financial
institution or other person, which has on deposit, in its
possession, custody or control any funds, accounts and any
other assets belonging to, held by, and/or in the name of
XHT, shall immediately transfer title, custody and control
of all such funds, accounts, or assets to the liguidator,
and are hereby instructed that the Liguidator has absoclute
control over such funds, accounts and other assets. The
Liguidator may change the name of such accounts and other
assets, withdraw them from such bank, savings and loan
association or other financial institution, or take any
lesser action necessary for the proper conduct of this
receivership. No bank, savings and loan association or.
other financial institution shall exercise any form of set-
off, alleged set-off, lien, any form of self-help
whatsoever, or refuse to transfer any funds or assets to
the Liguidator’s control without the permission of this
court;

Z. Pursuant tec¢ Tenn. Code Ann. § 56-9-307(e), the
Liguidator shall make financial reports to the Court, which
shall Dbe filed within one {1} vear of the Order of
liguidation, and at least annually thereafter. Financial
reports shall include the assets and liabilities of the
insurer and all funds received or disbursed by the
Liguidator during the current period;

AA. Any person, firm, corporation or other entity
having notice o©f this Order that £fails to abide by its
terms shall be directed to appear before this Court to show
good cause, if any they may have, as to why they should not
be held in contempt of Court for vioclation of the
provisions of this Order;
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BB. No bond is required of the Commissioner as a
prerequisite for the filing of this petition or entry of
this liguidation order or for the 1issuance of any
injunction, restraining order, or additional order issued
as provided by Tenn. Code Ann. § 20-13-101;

CC. That this Liquidation Order is permanent and a
final order and entitled to full faith and credit pursuant
to U.8. Const. Art. IV, § 1 and 28 U.S.C. § 1738 in the
state and federal courts of each of the United States;

DD. That this Liquidation Order be posted on the
Tennessee Department of Commerce and Insurance website; and

EE. The Commissioner may apply to the Court for any
further orders and injunctive relief which may be necessary
f£o implement the terms of this order, or in aid therecif, teo
which the Commissioner may be entitled. This Court retains
jurisdiction for the purpose of granting such further
relief as from time to time shall be deemed appropriate.

It is SO ORPERED, this the day of January, 2004.

O D

CHANCELLCR CAROL L. McCO

Approved for Entry:

A

“William W. Gibson, #9049
Andrew B, Campbell, #14258
WYRATT, TARRANT & COMBS, LLP
2525 West End Avenue, Sulite 1500
Nashvil;gf Tennessee 37203

Sz

Cg;féh A. Hiestand, #14217
enjior Counsel

OFFICE OF THE ATTORNEY GENERAL
425 Fifth Avenue North, 2nd floor
Nashville, Tennessee 37243-0496
(615) 741-6035
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CERTIFICATE OF SERVICE
I certify that a true and exact copy of the foregeing has been mailed,
first~class, postage prepaid, on this 8™ day of January, 2004, to the
following:

Attorneyz for Xantus Corporation

William B. Hubbard, Esq. Harlan Dodson III, Esq.
201 Fourth Avenue, Horth Richard R, Dinkins, Esq.
Sulte 1420 306 Gay Street, Suite 400
Nashville, Tennessee 3721% P.0O. Box 193806¢

Nashville, Tennessee 37219-BB06

Joseph F. Welborn, III Robert W. Ritchie, Esqg.
Walker, Brvant, Tipps & Malone 606 West Main Street
2300 Cne Washville Place Knoxville, Tennessee 37302

150 Fourth Avenue North
Nashville, Tennessee 37219-2424

Attorneys for Other Interested Parties

Robert C. Goodrich, Jr.,, Esdg. G. Gordon Bonnyman, Jr., Esq.
SunTrust Center Tennessee Justice Center

424 Church Street, 3uite 1800 211 Union Street, Suite 216
Nashville, Tennessee 3I7219-231% Nashville, Tennessse 37201

Mary Jo Price, Esq.

Vanderbilt University, General Counsel
2100 West End Avenue, Suite 750
Mashville, Tennessee 37203

Darrell L. West, Esq. Blakeley PD. Matthews, Esg.
144 Second Avenue, North %11 Uniecn Street, Suite 2700
Suite 300 P.0. Box 190685

Nashville, Tennessee 37201 Nashville, Tennessee 372189

Thomas J. Catliota, Esqg.
Andrew J. Love, Esqg.
Shaw Pittman

2300 N Street, N.W.
Washington, D.C. 20037

Counsel for the Special Magtor

W, David Breoemel, Esq.

Beult, Cummings, Conners & Berry PLC
414 Union Street, Suite 1600

P.C. Box 198062

Nashville, Tennessee 37219 / M
iz

“Andrew B. Campbgil
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